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Abstract 
The study examined the thrust of the national microfinance policy; investigated the ease of access to the 

microfinance facilities by the prospective beneficiaries. Primary and secondary data were used for the 

study. The population (2,150) consisted of loan beneficiaries of Bank of Agriculture, Bank of Industry 

and Microfinance Bank in the selected States in Southwestern Nigeria. These were Ogun, Osun and 

Ondo. Simple random sampling technique was used to select 10% respondents from the study 

population, making 215 respondents as sample size for questionnaire administration. Interviews were 

conducted with the managers of all the selected banks. Secondary data were collected from Books, 

Official Document of the Central Bank of Nigeria and Federal Government Publications, Academic 

Journals and Articles. Data collected were presented and analyzed using descriptive and inferential 

statistics. This study revealed that loan requests, loan grants and disbursements period were the key 

thrusts of the Microfinance policy. It also found out that collateral security is a leading criterion for ease 

of access to Microfinance loan facilities by the prospective beneficiaries with mean value (𝑥̅=1.03). The 

study concluded that the National Microfinance Policy has significant impact on poverty alleviation in 

Southwestern Nigeria. 
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Introduction 
Poverty seems to be one of the most critical problems in the World. Global figures show about 1.5 billion 

people are living below the poverty line, i.e. less than one dollar per day (Ezekiel, 2003). Out of the 1.5 

billion people, the Continent of Africa has about 250 million, which is equivalent to about 17% of the total 

poor population of the world (Ezekiel, 2003). Recently, this figure has changed significantly, as almost 

half of the population (above 3 billion people) are presently living on less than $2.50 per day. Above 1.3 

billion are presently living in absolute poverty of less than $1.25 a day (UN, 2015). This alarming data 

gave rise to the establishment of the policy on microfinance in Nigeria in order to address issues of endemic 

poverty and unemployment. 
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The inability of the Millennium Development Goals (MDGs) to meet its target of eradicating extreme 

poverty by the year 2015 brought about the establishment of the Sustainable Development Goals (SDGs) 

on 25th of September 2015 by United Nations (UN) member states with the main aim of eradicating 

extreme poverty by the year 2030. The SDGs has 17 development goals which are: No Poverty (End 

Poverty in all its Forms Everywhere); No Hunger; Decent Work and Economic Development; Good Health 

and Well-being; Qualitative Education; Gender Equality; Affordable and Efficient Energy; Clean Water 

and Sanitation; Industry, among others (Derek, Amy & Farooq, 2015). 

Experience from the MDGs has shown that a more natural and home-grown poverty reduction strategy be 

fashioned as difference in ecological factors has curtailed the successful implementation of the MDGs 

recommended antidotes. (Aidelunuoghene, 2014).  

The concern about the increasing level of poverty in the country and the need for its alleviation made the 

government to formulate policy on poverty eradication and provide fund that will make the standard of 

living of the people in the country to improve, and this further created the idea and execution of numerous 

targeted and non-targeted programmes for poverty alleviation and eradication. Unfortunately, the problem 

of poverty eradication has shown to be about the most serious challenge confronting Nigeria where 

majority of its citizens are living in endemic poverty. 

Microfinance is still relatively a new strategy in Nigeria, it was adopted as a strategy to reduce poverty in 

2005. It is to enable small-entrepreneurs and low-income earners access financial services (Mazharul & 

John, 2012, Nwigwe, Omonona & Okoruwa, 2012 and Lawanson, 2016). The microfinance services in 

Nigeria include loans, insurance, deposits, fund transfer and other ancillary non-financial products aimed 

at low-income clients. Section 4.3.4 of the revised Microfinance Policy Framework of Nigeria (2011) 

provided that “at least one (1) percent of the annual budget of the three tiers of government must be targeted 

to microcredit initiatives” (CBN, 2011). The fund, according to section 6.10 of the document, will be a 

seed fund to be made available by the Federal Government, the Central Bank of Nigeria and the to be 

operated through soft facilities, with also assistance from international development financial institutions, 

and also bilateral and multilateral institutions. 

The World Bank in year 2000, in a meeting with the Nigerian government regarding microfinance, advised 

the Central Bank of Nigeria to take up the herculean task of developing an appropriate policy as well as 

regulatory and supervisory framework for the operations of microfinance institutions (Adeusi, 2015). This 

was what led to the formulation of the Microfinance Policy in 2005 to promote entrepreneurship and 

provide timely, diversified, affordable and dependable financial services to the economically active poor 

(CBN, 2011), and by implication alleviate poverty in the country. 

With the specific aim of providing financial services to the economically active poor in the country with 

little or no collateral rightly stated in the Microfinance policy framework, it is still a mirage that the 

economically active poor can still access the financial services due to the stringent measures put in place 

by these Microfinance Institutions. The government-owned Microfinance Institutions such as Bank of 

Industry (BOI) and Bank of Agriculture (BOA) still ask for two senior civil servants to stand as surety 

before the economically active poor could access financial services for a loan of less than half a million, 
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and where the loan request is above half a million, the microfinance institutions request for certificate of 

occupancy of landed properties. 

None of Nigerian government, either democratic or military, has reigned without implementing and also 

leaving behind as a legacy a type of poverty reduction programme which is intended to reduce the poverty 

level of the economically active poor in the country, by giving hope and support to the economically active 

poor and, also has the intention of wealth creation (Ezekiel, 2003). The Acting Director, Corporate 

Communications of the Central Bank of Nigeria (CBN), Isaac Okorafor who represented the Governor of 

the CBN at the 12th Abuja International Trade Fair, said that the CBN has so far released N43.92 billion 

to farmers under its Anchor Borrowers Programme (ABP). He further said that attaining self-sufficiency 

and eradicating poverty is achievable and that is why the Federal Government of Nigeria and the CBN 

have been actively rolling out various intervention schemes (This Day Newspaper, 7th October, 2017). 

Okorafor further said that the sum of N200 billion has been provided for the Agricultural Credit Guarantee 

Scheme by the Government through the CBN. Also, another 200 billion has been made available for 

Commercial Agricultural Credit Scheme while a total of 300 billion has also been provided for the Small 

and Medium Enterprises Restructuring and Refinancing Facility Scheme through the Central Bank of 

Nigeria (CBN) by the Federal Government. He said all these are done as means of alleviating and 

eradicating abject poverty and increasing the standard of living of the economically active poor citizens of 

Nigeria. 

Several researches has been carried out on Microfinance and Poverty Alleviation, the researchers has not 

been their search light on the Microfinance Policy document and its effectiveness in alleviating poverty. 

Hans & Uben (1998) assert that due to isolation, poor infrastructure, low level of commercial activities 

and economic growth, difficult agro climatic conditions, in Indonesia, the degree and incidence of poverty 

is greater.  He then concluded that group technology should be embraced and that the Microfinance 

Institutions should be collecting savings from the economically active poor of the Indonesia society. 

In another study, Yoko (2000) argues that aggressive poverty reduction scheme is needed in Indonesia to 

counter the 1997 Asian financial crisis which propelled millions of Indonesians into poverty. In doing this, 

He concluded that increasing the outreach and number of its state-run MFIs is one of the methods and he 

further opined that Indonesia should integrate more NGOs into the provision of microfinance services.  

Further study by (Wahibur, 2013), reveals that, poverty is the major problem of development in Indonesia, 

the country has a population of about 29 million people, the poor are associated with low income, they 

also lack access to basic needs of life such as education, portable water, health care facilities and good 

sanitation. Lack of access to credit facilities to run their own business is the major economic problem the 

poor people face to get out of poverty. The researcher posited that interest free loans becomes imperative 

as it could serve as a powerful instrument against poverty as this will assist the business of the 

economically active poor in the country. 

Scholars opined that the financial regulations for the microfinance institutions in Ghana are very liberal, 

yet poverty in Ghana is still high (Aveh, Dadzie, & Krah, 2013), (Olivia, 2014), (Bismark, 2015), 
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(Boateng, 2015). As at 31st March, 2016, Ghana has four hundred and seventeen (417) microfinance 

institutions. Microfinance is defined in Ghana by the ministry of finance as the provision of financial 

services and the management of little amount of money through a number of products and a system of 

intermediary functions that are targeted towards the economically active poor (Bismark, 2015). 

Frimpong & Nguerenomo, (2014), opined that Ghana with a population of about 24 million people and an 

annual income of US $400 just like most African countries is still poor. The researcher further posited that 

the poor in Ghana have not had the opportunity to use credit and savings in order to become entrepreneurs 

or to improve their capacity for bearing risk, he further opined that in Ghana most micro and small 

entrepreneurs lack access to financial services. The researcher concluded that there are two requests from 

the beneficiaries of the Microfinance Institution’s loans and their requests are; that the Microfinance 

Institutions should increase the amount been given to them as loans and that there should be expansion in 

the time frame for the loan repayment which currently stands at one week. 

Elias (2014), argued that Microfinance was necessary in the United States especially in the Adirondacks 

because there is growing concern that rural America is falling behind. He concluded that that Microfinance 

is a tool to build business’s and subsequent wealth. All borrowers with strong business plans should have 

access to capital, and those with less realistic plans can be served through training and then gain access. 

Ahnen (2017), concluded that microfinance would have been a success in Argentina if political 

considerations had not played a significant role in the formulation of microfinance policies, its 

implementation and outcome. He opined that the implementation of the microfinance programms was 

tailored towards political arena and the populist party was forced to respond to tailored its policies to 

respond to demands so as to continued been relevant and maintain its political support. With several 

references to studies of Microfinance and Poverty Alleviation around the world, this study tends to look 

at the Microfinance Policy effect on Poverty Alleviation in selected states of Southwestern Nigeria 

Poverty level in Nigeria appears to remain high despite various programmes targeted at alleviating it. 

Existing studies have documented the performance of most of the programmes. However, adequate 

attention has not been given to the effect of the National Microfinance Policy on poverty alleviation, 

especially in Southwestern Nigeria, hence this study. 

Objectives of the Study 
(a) examine the thrust of the National Microfinance Policy; 

(b) investigate the ease of access to the microfinance facilities by the prospective beneficiaries 

Literature Review 
Microfinance has been a viable tool for combating poverty while sustaining small-scale enterprises. For 

almost three decades after the first microfinance institutions was established, the microfinance sector is 

still evolving. Around the 80s when microfinance expansion began, the focus was solely on lending soft 

loans to the rural poor for income-generating purposes. The pioneer Microfinance begins as an NGO that 

was not profit oriented but with a strong social focus (PWC, 2016). Right from then, microfinance has 



 
ILORIN JOURNAL OF ADMINISTRATION AND DEVELOPMENT                                       VOL. 7 NO. 2., DEC. 2023 

92 

 

continued to develop into a more complex and sophisticated tool with which the unbanked people in 

emerging and developing markets can be reached (Cédric & Christian, 2012). 

The move towards loan release at fair conditions to alleviate poverty has gained widespread acceptance 

among researchers and academicians alike (Cédric & Christian, 2012). Due to the effects of poverty, the 

poor requires financial interference than the rich and thus, KPMG (2015) argued that Microfinance covers 

the rendering of financial services to poor and low-income earners that include micro-credit organisations 

with little or no collateral capacity. 

Community Banks are privately owned by either an individual, group of people, community development 

association or by the community itself, the community bank could not provide the expected necessary 

support for the economically active poor because of their weak asset base (Okoye and Okpala, 2001). The 

Community Bank metamorphosed into the present-day Microfinance Banks. The concept of Microfinance 

is not new as it has been in use for centuries all across the world.  

The concept for instance is known as “Notable” in Indonesia, “cheetu” in Sri Lanka, “tontines” in 

Cameroon, “susu” in Ghana, “azuzu” in the eastern Nigeria, “ajo” in the southwestern Nigeria and 

“pasanaku” in Bolivia. The practice of communal savings in the form of contribution dates back to the 

18th century when money lenders were informally involved in the delivery of the now formal financial 

services (Frimpong & Nguerenomo, 2014). However, the concept of Microfinance is still a relatively an 

emerging phenomenon in Nigeria as it was adopted as a strategy for poverty alleviation in December 2005 

to enable small scale business and low-income households’ access financial services (Mazharul & John, 

2012, Nwigwe, et al, 2012 and Lawanson, 2016).  

Microfinance Institutions in Nigeria comprise, Bank of Industry (BOI) created in 2001, Bank of 

Agriculture (BOA) created in 2010, Federal Mortgage Bank of Nigeria (FMBN) created in 1956, 

Community Bank (CB) created in 1990 but now Microfinance Banks, Cooperative Societies, Community- 

Based Development Institutions, Thrift Societies, Deposit Money Banks, Insurance Companies, 

Government Intervention Agencies and Trade Associations, (CBN, 2012).  

Successive governments in Nigeria has continued to address the menace of low lending through various 

development policies among which are: Small-Scale Industries Credit Scheme (SSICS) in 1970; 

Agricultural Credit Guarantee Scheme (ACGSF) in 1977; and the River Basin Development Authorities 

(RBDAs) in 1979. Also launched were the Directorate of Food, Roads and Rural Infrastructures (DFRRI) 

in 1986; the National Economic Reconstruction Fund (NERFUND) in 1986 and Better Life for Rural 

Women (BLP) in 1987.  

Others include the Family Support Programme (FSP) in 1987; National Directorate of Employment (NDE) 

in 1987; People’s Bank (PB) in 1989; Community Banks (CB) in 1990; National Agricultural Land 

Development Authority (NALDA) in 1993, the Family Economic Advancement Programme (FEAP) of 

1997 and the National Economic Empowerment and Development Strategy (NEEDS) of 1999. Launched 

more recently were the National Poverty Eradication Programme (NAPEP) of 2001 (Fayomi, 2006); 
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Micro, Small and Medium Enterprises Development Fund (MSMEDF) in 2013; Anchor Borrowers’ 

Programme (ABP) in 2015; and Youth Entrepreneurship Development Programme (YEDP) in 2016. 

The leading component of microfinance programmes is to provide credit facilities to the economically 

active citizens, the main factors inhibiting the populace from breaking the yoke of poverty is inadequate 

access to financial resources. It has been argued that access to financial resources is responsible for the 

low-income earners to surpass poverty without external intervention. In a simple way, the cause of lack of 

access to financial resources can be characterized in term of the population’s incapability to generate 

income, to save, to invest in the economic system of the country which inadequate opportunity for 

employments, hence leaving the economically active poor in continuous poverty and deprivation. (Fayomi, 

2006).  

The Microfinance Policy Framework was launched in 2005 with the sole aim of making financial services 

accessible to the poor but active members of the state (CBN, 2011). Some of the features of the 

Microfinance policy framework in Nigeria can be summarised as: Collateral-free loans, Group lending, 

Limited transactions and minimal balances (i.e. loans, savings and insurance), Loans for Entrepreneurial 

activities, Targeting poor clients, Rendering of services to communities in very underserved areas, Low 

interest rates, Targeting female clients, and Simple application processes. Section 4.3.4 of the revised 

Microfinance Policy Framework of Nigeria (2011), provided that, “at least one (1) percent of the annual 

budget of the three tiers of government must be targeted to microcredit initiatives” (CBN, 2011). The fund, 

according to section 6.10 of the document is to be established with a seed fund to be provided by the 

Federal Government, the Central Bank of Nigeria and operating fund through soft facilities from 

international development financing institutions. 

In Nigeria, the formal financial system covers about 60 million people from low-income group while about 

120 million are left out in the access to financial services. These over 120 million people are usually served 

by the unofficial financial services provider, through the informal sectors like the Non-Governmental 

Organization (NGO), the microfinance institutions, the moneylenders, through friends and relatives as well 

as credit unions (CBN, 2005). Nigeria has a population of about 170 million people and 66.2% of this 

population were in poverty as at year 2010 (Aidelunuoghene, 2014). 

The apex bank in Indonesia named Bank Indonesia formulated a policy that by 2018, 20% of banks loan 

must be dedicated towards micro loans. The Indonesian economy has grown over the last ten years and 

has improved in business climate and poverty reduction with its microfinance institutions reaching more 

than fifty million people. Microfinance institutions in Indonesia have the capacity to contribute 35.81% to 

the GDP of the country (Devi, 2015). 

The microfinance policy and regulation in banking sector in Indonesia stated that the micro, small and 

medium enterprises were contributing 57.56% to the Gross Domestic Product(GDP) of the country in 

2016, while the big businesses or the large-scale businesses in Indonesia were contributing 42.44% to the 

GDP of the country (Mulya, 2016).  
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Bismark (2015) viewed that microfinance policy should focus on these three paradigms, Financial 

sustainability; Feminist empowerment; and Poverty alleviation paradigm. Cudjoe (2014), Bismark (2015), 

Benjamin (2015) concluded that microfinance is not a success in Ghana based on the following reasons: 

diversion of funds, failure to comply to regulatory policies, inadequate entrepreneurial skills, smallness of 

the loans, short repayment period, lack of solid credit risk management policy, other factors are: dishonest 

staff and beneficiaries, interest rate, markets and infrastructure linkages and these reasons seems to be the 

same why the microfinance is not yet a full success in Nigeria. 

Talking about the financial regulation framework for microfinance in Bangladesh, the Microcredit 

Regulatory Authority (MRA) was formulated in 2006. This act is the full-fledged act intended to monitor, 

control and supervise the microfinance sector in Bangladesh. The setup of MRA came with the global 

success of microfinance when the microcredit program was declared in 2005 by the United Nations as the 

‘International Year of Microcredit’. The Grameen Bank and pioneer of Microfinance concept Professor 

Muhammad Yunus claimed the ‘Nobel Peace Prize’in 2006 (Mia, 2016). 

It is apparent that Bangladesh has done a lot in changing the trend of poverty through Microfinance 

Institutions and has greatly succeeded in formulating policy for its Microfinance Institutions. However, 

many scholars suggest much to be done like opportunity identification, product positioning, product 

differentiation, basic business skills in the market in order to adequately reduce poverty. Secondly, loans 

from microenterprises provided to individual beneficiaries need more screening and more resources to 

provide for those beneficiaries that have attributes such as business ideas, business training, e‐based 

costless off‐site supervision system accompanied by mobile monitoring can be initiated, a Credit 

Guarantee Scheme under either Palli Karma-Sayayak Foundation (PKSF) or Central Bank may be initiated 

(Ahmed, 2013, Ferdousi, 2015). 

The Peronist governments of Nestor and Cristina Kirchner in Argentina established Microfinance in the 

1970s, they launched and also supported a state centred microcredit program that was characterized by 

conditions that were strict on loans and also direct state grants for operational and capital costs to existing 

non-profit organizations which were extremely supportive of the Peronism, Provinces and municipalities 

that were being governed by anti-Peronists refused to participate (Ahnen, 2017). 

Ahnen (2017 cited Market, 2016) stated that the microfinance continued in the new century and it grew 

beyond the regional participation of about USD 590 million in the year 2000 and to over USD 40.2 billion 

in 2014. Ahnen (2017) further referred to scholars who have worked on microfinance and came up with 

the conclusion that despite the enormous amount invested in microfinance in Latin America as a whole, 

the microfinance project was a failure. He cited scholars like Lucarelli (2005), Brett (2006), Bateman 

(2006), Chowdhury (2007), Bédécarrats, Bastiaensen, and Doligez (2012), Bastiaensen et al. (2013), 

Warby (2016).  

Ahnen (2017) concluded that microfinance would have been a success in Argentina if political 

considerations had not played a significant role in the formulation of microfinance policies, its 

implementation and outcome. He opined that the implementation of the microfinance programms was 

tailored towards political arena and the populist party was forced to respond to tailoring its policies to 

respond to demands so as to continue being relevant and maintain its political support. In the 
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implementation, the government released money to provinces, regions and groups that were in support of 

its ideology and thus lost focus in its oversight function of providing for all its citizenry. 

In his own view, Zhou (2016) opined that Microfinance started in Argentina in 1987 with a foundation 

called Juntos which was set up by a bank called Banco Provincia, though the microfinance institution 

collapsed after three years due to economic decline and high inflation. Zhou is of the opinion that up till 

2016, microfinance in Argentina was still a small industry, with about $44.8 million USD in loans and 

about 35,000 clients or borrowers. The largest microfinance bank in Argentina has about 9000 clients or 

customers with Argentina having a population of about 43.85 million people. 

In Europe generally, poverty is at its minimal level and thus the concept of alleviating poverty does not 

arise as the government has made adequate provision for its citizens that are even unemployed. It should 

be noted that there is no commonly accepted microfinance business model in the European countries as 

most loans given to clients or borrowers are not for poverty alleviation but rather for business expansion 

and where it is for business start-up, it is given to people that have good idea of the business they intend 

doing. 

Interest caps and rules on usury in Europe exist in order for the consumers to be protected from over 

indebtedness and predatory lending practices. In Poland, Belgium, Italy and Germany, there are usury 

laws, there are no interest rates ceiling at the moment in Turkey, though to set the interest rate limits, the 

Treasury is empowered and Belgium does regulate the usury rates for instalment credit based on the 

amount of loan and reimbursement period (Expert, 2014). 

In Belgium for instance, any loan below 500euro and with a repayment of 12 months attracts 25.5%; For 

500-2,500euro and with same 12 months’ repayment period, the interest rate is 21%, for loans of 2,500-

10,000euro of 12 months’ repayment period, it is 17%, for 10,000euro and above and not exceeding 12 

months’ repayment period, the interest rate is 14% (Expert, 2014). With the above analyses, it is evident 

that the microfinance loans in Europe are not for the poor nor are they meant to alleviate poverty. 

Methodology 
Primary and secondary data were utilized for the study. The study population (2,145) consists of loan 

beneficiaries in the three branches of Bank of Agriculture (757), Bank of Industry (256) and Microfinance 

Bank (1,132) in three purposively selected States in Southwestern Nigeria. The selected States are Ogun, 

Osun and Ondo States. The States will be selected on the basis of their classification into axes of 

Lagos/Ogun, Oyo/Osun and Ondo/Ekiti given their historical background and shared characteristics. The 

chosen states were considered on the convenience of the researcher after the classification. The chosen 

states have more rural areas that harbours down trodden citizens needed for the research work. The selected 

banks constitute the implementation bodies of 

 The National Microfinance Policy. Primary data were generated through questionnaire administration and 

conduct of in-depth interviews. Simple random sampling technique were used to select 10% respondents 

from the study population, making 215 respondents as sample size for questionnaire administration. 

Proportional representation was adopted, in which each branch of the banks received copies of 
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questionnaire corresponding to the size of its beneficiaries. The distribution was as follows: BOA (Ogun) 

27, BOA (Osun) 24, BOA (Ondo) 25; BOI (Ogun) 9, BOI (Osun) 7, BOI (Ondo) 9; MFB (Ogun) 32, MFB 

(Osun) 46, MFB (Ondo) 35. Interviews were conducted with the managers of all the selected banks. 

Secondary data were collected from Books, Federal Government policy guidelines, Federal Government 

publications, Central Bank of Nigeria publications, academic journals and articles. Data collected were 

analysed using appropriate descriptive and inferential statistics. 

Findings 
A total of two hundred and fifteen (215) copies of questionnaire were administered in order to elicit 

information on the effect of National Microfinance Policy and poverty alleviation in the study area. 

However, one hundred and seventy-five (175) copies of questionnaire were retrieved from the field, thus 

representing 81.4% of the total questionnaires that were administered. In addition, the data analysis was 

complemented with qualitative response gathered through interview sessions conducted with selected 

Bank managers across the study area. Remarkably, the respondents reacted to all items on the questionnaire 

and interview guide. The quantitative data were analysed by using the Statistical Package for the Social 

Sciences (SPSS), and presented in frequency, percentage, mean value, standard deviation, sum score as 

well as Correlation analysis using tables and graphs, while the interview responses were presented using 

content analysis. 

A sizable number of loan beneficiaries were drawn from the selected Bank of Industry, Microfinance 

Banks and Bank of Agriculture across their offices in Southwestern Nigeria. This section presents the 

socio-demographics features of the respondents, such as: age, sex, academic qualification and occupation 

in Table 1. These above-stated bio-data are considered so as to enhance the reliability of the data generated 

for this study. 

Table 1 showed that 6 (3.4%) of the respondents were less than 20 years, 30 (17.1%) of the respondents 

fell within the age range of 20-30 years, 37 (21.1%) of the respondents were within the age range of 31-

40 years, 102 (58.3%) of the respondents fell in the age bracket 41 years and above. This indicates that 

79.4% of the respondents are considerably matured with young enterprising and at their productive age of 

31years and above, and this feat of respondents engendered very matured and reliable responses for this 

study. 

Also, 53 (28.6%) of the respondents are male, while 122 (71.4%) are female. This gender grouping 

however has no implication for the data collected since the information needed for the study are not gender-

oriented. This is rather an indication that more females are, though with slight difference, involved in the 

business trading across Southwestern Nigeria. In addition, an approximate of 85% of the respondents had 

acquired western education with respective qualifications. While 15% of the respondents had other 

vocational certificates. This implies that majority of the respondents have relatively required academic 

acumen and exposure for providing basic and accurate answers to the research questions. This therefore 

makes the findings of the research to be insightful, detailed and decisive. 

As shown in Table 1; 124 (70.9%) of the respondents were traders, thus indicating that 7 out of every 10 

respondents were, in fact, constituted beneficiaries whom the policy was meant to serve. Also, 11 
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representing 6.2% engaged in farming as their occupation. While 4% of the respondents were teachers 

with some business engagements. Other specific respondents were: foodstuff seller 3.4%, and 6.3% were 

mini-manufacturers such as bread makers among others. This clearly shows that the respondents have 

varied experiences, due to the diverse engagements in various businesses and industries within 

Southwestern Nigeria, thus making their views and opinions to be reasonably useful for this study. 

Thrust of the National Microfinance Policy 
This study examined the thrust policy reliability of the respondents by testing the level of their 

involvements and participation in the loaning process vis-à-vis the terms and conditions of the relevant 

agencies. This becomes significance to this study because it ensures the ingenuity and sincerity of the 

policy objective statements of the National Microfinance Policy. The Figure 1 to 5 presents the reliability 

details on loans granting institutions, loan requests, loan grants, disbursements period and curtailing issues. 

Figure 1: Loans Granting Institutions 

                      

Source: Field Survey, (2018) 

The data presented in Figure 1 showed that the respondents is conversant with the loaning process in three 

(3) prominent banking set-up in Nigeria. This is a confirmation as it coincides with the provisions of the 

National Microfinance Policy. Although, 85 (49%) of the respondents assess their loans from the 

Microfinance Banks; 74 (42%) of the respondents get their loans from Bank of Agriculture; and only 16 

(9%) of the respondents engage the Bank of Industry on the loaning process. This rather reveals that loan 

accessibility seems to be more possible with the Microfinance Banks; and/or there is more awareness on 

easy accessibility of loan from government via Microfinance Banks. While, the other two (2) Banks are 

somewhat meant for specific loans  for Agricultural and industrial purposes. 
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Figure 2: Range of Loan Requests by Respondents 

 

Source: Field Survey, (2018) 

The Figure 2 presents that the range of loans which are mostly requested by the respondents. From the 

data presentation, it is clear that about 93 out of the total respondents usually requests for a loan range of 

1, 000 to 250, 000 Naira. Also, 76 respondents are on the request for a loan range og 251, 000 to 1, 000, 

000 Naira. While only 6 respondents are requesters for a loan range of 1,000, 000 Naira and above. This 

indicates that the policy has not facilitated big loan amount.  

Figure 3: Loan Grants to the Respondents 

                      

Source: Field Survey, (2018) 

As revealed in Figure 3, 161 respondents are granted loans between 1, 000 to 250, 000 Naira. This indicates 

that more than those who requested for this loan range are granted between  the said amount. This means 

that part of those who requested for 251, 000 to 1, 000, 000 Naira would be degenerated to the 1, 000 to 
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250, 000 Naira. While, only 12 out of the respondents who requested for 251, 000 to 1, 000, 000 Naira are 

granted same. Just 2 out of 6 respondents which requested for above 1, 000, 000 Naira are granted same 

amount. This is an implication that not exact loans requested are always granted to the beneficiaries.  

Figure 4: Loan Disbursement Period 

                     

Source: Field Survey, (2018) 

 There is a clear indication that the disbursement period of the loan is most often over three 

months, as indicated by 75% of the respondents. However, 24 (14%) of the respondents maintained that 

the loan could be disbursed more than a month, but less than three months, which is an approximate of 

two months. In addition, 19 (11%) of the respondents expressed that loans are sometimes disbursed in less 

than a month. This implies that it is most common for loans to be disbursed in not less than three months. 

Figure 5: Identified Curtailing Issues 

                   

Source: Field Survey, (2018) 
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From Figure 5, it is obvious that the endemic of corruption is one of the major curtailing issues in the 

implementation of National Microfinance Policy, as indicated by 76 out of the total respondents. Also, 

lack of partnership was annotated by 49 respondents as a challenging factor in the accessibility of the 

loans. While the shortcoming of financial inadequacies was also identified by 38 respondents; and 12 

respondents saw some influences from the political spheres. This reveals that the loaning process is not 

without some curtailing issues. 

In order to complement the data gathered through questionnaire, some of the interviewees noted that most 

of the outlines of the National Microfinance policy are somewhat unjoint, as there are practical disparities 

between what the policy claims to potentially achieve, and the extent of its achievement in practical realms. 

Of course, there are conditions that could not be technically met by some beneficiaries in processing of 

the loan with BoI, BoA and microfinance banks. This is not only peculiar to Southwestern Nigeria; because 

some of the interviewees generalised their opinions on the loan granting institutions, loans requested which 

are most often antithetical to loan granted. 

Also, the policy statement of collateral security took the centre stage on the discourse. This is in accordance 

with an opinion of an interviewee, which says “if the National Microfinance policy is to alleviate people 

from poverty, then how can collateral security be a criterion? Because someone, who is in abject poverty, 

can not boast of any property. It is his/her inability to acquire property of any form that underlines his/her 

poverty status.” Also, a manager carefully averred that the loan process could be somehow said to be tasky 

for the prospective beneficiaries who could not withstand the procedural rigours owing possibly to their 

socio-demographic features. 

However, one of the beneficiaries noted that even if the procedural rigours of the loan processing could be 

resisted, the period of disbursement is another uncertain task of the National Microfinance policy. In 

confirmation to this, no interviewee was able to ascertain the possible disbursement period at the inception 

of the loan processing, as evidenced from the qualitative responses gathered from selected stakeholders in 

Southwestern Nigeria. 

Ease of Access to Microfinance Facilities by Prospective Beneficiaries 

This section provides data analysis and interpretation of the respondents’ views on the ease of access to 

Microfinance facilities by prospective beneficiaries.  In this respect, assertions were therefore set out to 

examine each of the insertions of the policy. The Table 4.2 revealed the graphical illustrations of the thrust 

of the National Microfinance Policy with special reference to Southwestern Nigeria. The following thrust 

statements were set out for respondents to acknowledge its reality in practice. However, it should be noted 

that any mean above 1.50 is a rejected factor. 

 

 

 



 
ILORIN JOURNAL OF ADMINISTRATION AND DEVELOPMENT                                       VOL. 7 NO. 2., DEC. 2023 

101 

 

Table 2: Ease of Access to Microfinance Facilities by Prospective Beneficiaries 

ITEMS       MEAN  (χ)   RANKING 

Granted the exact amount requested   1.98     6th  

Given the Loan at the exact time of need   1.95     5th   

Demands collateral security   1.03     1st     

Too much paperwork    1.10     2nd    

Conducive payback pattern   1.74     4th 

High interest rate     1.19     3rd   

     Grand Mean   1.49 

Source: Field Survey, 2018 

As shown in Table 2, the mean value (1.03) depicts that ‘Demands of Collateral Security’ as the leading 

thrust of National Microfinance Policy. This implies that request for collateral security engenders easy 

access to the loan facilities of the trio, i.e BoI, BoA and Microfinance Banks. Although, the exact collateral 

requirement is not absolute; but it is safe to say that respondents still acknowledge the collateral clause as 

a criterion for meeting up with loan requirements. In addition, the respondents annotated the view that the 

National Microfinance policy is driven with too much of paper work; as this was placed on the second 

pedestal with mean value (1.10). This became essential because of the fear of frauds among other financial 

abnormalities. In addition, ‘high interest rate’ was another laudable operational factor noticeable in the 

loan accessibility criteria of National Microfinance policy, as verified by the mean value (1.19). This is an 

indication that compliance with interest rate is very significant to the ease of the microfinance facilities by 

their prospective beneficiaries. By implication, demand for collateral security, excessive paper work and 

high interest rate were the key determinants of loan access in the National Microfinance policy as observed 

in Southwestern Nigeria. 

However, the mean value of other access determinants was above 1.50, which was a strong indication of 

rejected factor. To this end, conducive payback pattern was not a major criterion for easy loan accessibility 

of the National Microfinance policy among the respondents in the study areas, as the mean value (1.74) 

rose above the mid-point of 1.50. In addition, there was a clear thrust statement on ‘Given the Loan at the 

exact time of need’. In reactions, there was no significant ranking to this statement as it is close to 

nullification with 0.05 since the mean value equals 1.95. Moreover, ‘Granted the exact amount requested’ 

was underscored with irrelevance by respondents, this is because the mean value (1.98) shows almost no 

significance as a possible index for easy loan accessibility of National Microfinance policy as evidenced 

in Southwestern Nigeria. Above all, the grand mean value (1.49) revealed that the aggregate of the National 

Microfinance policy criteria seems adequate, but not extremely executable for easy access of loans by the 

prospective beneficiaries especially in Southwestern Nigeria. 
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Complementing the quantitative data for Objective two (2), the issue of ease of access was put for clarity 

to the selected interviewees. It was categorically noted that no prospective beneficiaries can ultimately 

express the easy accessibility to the loans in BoI, BoA and Microfinance Banks, as the case may be. This 

claim is premised in the views of some interviewees that no prospective beneficiaries who maintained that 

he/she went through the process of the loan without passing through either administrative or statutory 

hedges 

Also, to every individual, when conditions are attached to a particular task, the task processing becomes 

worrisome, just as the processing of the loan in this instance. However, there is a relative easy access to 

the loan by prospective beneficiaries; this is because both administrative and statutory conditions must 

have to be met before the loan is being granted. In this direction, the access to loan would be said to be 

easy when these conditions are met conveniently; while if it is otherwise; it becomes more difficult.  

Conclusion 
The study concluded that though the relevance of a National Microfinance Policy cannot be undermined 

but the procedure designed to facilitate the loan process is marred by many challenges among which is the 

demand for collateral security, excessive paper work, high interest rate, corruption and exorbitant 

processing fee. The study further explores these challenges and concluded that collateral security is 

certainly not at the disposal of the abject poor, rather only the well to do and the supposed middle-class 

elite in the society can boast of it.  

Simply put, the assumption that the microfinance policy is to alleviate poverty is not just a mirage but also 

a futile pursuit that may not lead to the desired target if ease is not enshrined in the request and 

disbursement of loan fund to the beneficiaries, access to loans is a very difficult task for the supposed 

beneficiaries due stringent measures put in place by the microfinance institutions. However, the National 

Microfinance Policy has significant impact on the condition of living of those that benefited from the loans 

Recommendations 

1. In respect of the findings from the study, the following recommendations were offered on how 

the National Microfinance Policy can be reinvented to have a maximum positive effect on poverty 

alleviation in the Southwestern Nigeria in particular and the entire country in general. 

2. In view of the negative impact that collateral security has on loan access, this study recommends 

that collateral security be expunged from the loan request application to accommodate the 

downtrodden that the policy is put in place to empower. 

3. Similarly, the processing rigour of loan request put in place by the Microfinance Institutions 

should be reviewed to eliminate exorbitant processing fees 
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